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| nt roducti on

M. Chairman, distinguished nenbers of the Commttee,
appreci ate the opportunity to testify before Congress on this
nost inportant topic. As Assistant Secretary of the Navy for
Manpower and Reserve Affairs, | can attest that maintaining a
conpetitive, conprehensive mlitary conpensati on package is
critical to ensuring our recruiting and retention efforts are
successful in neeting the current and future requirenments of our
national maritime strategy. | thank you for highlighting their
i nportance and meki ng them such a priority. The nen and wonen
who proudly serve in our Navy and Marine Corps are sone of the
best and brightest our country has to offer. Their
prof essionalism sacrifice and suprene devotion to duty have
made our mlitary the nost powerful in the world and the envy of
every nation abroad. However, we are not conpensating themwth
pay and benefits comensurate with their valued skills. A
fl ourishing econony, record | ow unenpl oynent, a decreasing
propensity to serve in our Arnmed Services, and current
recruiting and retention difficulties have set a constant
beari ng, decreasing range course for shoal water in effectively
manni ng the Fleet. Exit surveys and a Navy Personnel Pay Survey
of approximately 4000 Sail ors conpleted in January 1999, show
that our Sailors and Marines are increasingly concerned about

the disparity in conpensation between the mlitary and the



private sector. A strong course change is required now if we
are to avoid severely inpacting the readi ness of our Navy and
Marine Corps. As Senator Warner stated in his 8 February letter
to the Secretary of the Navy, "W need to denonstrate to our
service nenbers that we do care and we are taking quick
positive action to inprove their conpensation benefits."” Your
continued | eadership and strong support of these pay and

conpensation | egislative agendas are greatly appreci at ed.

The Pay Triad

The Departnent of the Navy fully supports the President's
recently announced conpensation Triad. The plan provides for a
4.4 percent basic pay raise, pay table reformw th targeted
raises up to 5.5 percent percent above the basic pay raise, and
amendnent to the Mlitary Retirenent Reform Act of 1986 ( REDUX)
to restore 50 percent of basic pay at conpletion of 20 years.
Al three elenents are integral to recruiting and retention
success. For exanple, on the Navy Personnel Pay Survey, the
majority of our enlisted nenbers indicated that both basic pay
and retirenent were inportant considerations in their decision
on whether or not to stay in the Navy, with retirenent
increasing in inportance relative to proximty to retirenent

eligibility.



Basi ¢ Pay Rai se

Results of the Navy Personnel Pay Survey indicate that our
m d-grade petty officers place nearly equal inportance on basic
pay and retirement (82% 78% ; 90 percent of the respondents felt
they were not adequately paid for the job they do. 78 percent
based their response on either know ng sonmeone in a simlar job
inthe civilian sector or fromtheir own job hunting experience.
On the Retention/ Separation questionnaire, basic pay is cited as
one of the nost inportant reasons why enlisted Sailors | eave the
Navy. The 4.4 percent increase in basic pay beginning 1 January
2000 and annual raises matching the currently forecasted rate of
civilian wage growh in fiscal years 2001 through 2005 are a
significant step toward ensuring adequate conpensation for our
personnel. This first conponent of the Triad is crucial in
sending a strong signal of our coomtnent to, and the high val ue

we place on, the nenbers of our Navy and Marine Corps team

Pay Tabl e Ref orm

Ret ai ni ng our md-career officers and non-conm ssi oned
officers is absolutely vital to our day-to-day operations and
readi ness. The Departnent of the Navy has nade a great
investnment in training our Sailors and Marines in the |atest
state-of -the-art technol ogy and | eadership skills. These

i ndividuals performthe mgjority of the |eading, supervising,



and planning required to maintain our Navy and Marine Corps as
the preeminent maritine force in the world. They are al so

hi ghly sought after by the private sector that actively recruits
our nost experienced personnel with increased pay and benefits
our Navy and Marine Corps cannot match. The President's
initiative for pay table reformis an inportant nove in the
right direction toward closing the pay gap for m d-career

personnel .

Model ed after analysis and recomendati ons by the 7th
Quadrenni al Review of Mlitary Conpensation (QRMC), and
subsequent|y validated by the 8" QRMC, the proposed pay table
reform addresses significant inbalances that exist in the half-
century-old pay tables. The FY-00 Pay Table Reforminitiative
enhances the across-the-board basic pay increase by providing
targeted pay rai ses for non-conm ssioned officers and m d-grade
comm ssioned officers, and pay table reformthat rewards
performance through | arger raises for pronotion over |ongevity.
It further elimnates inconsistencies and relieves conpression
bet ween pay grades. By shifting the enphasis fromlongevity to
pronotion, the resulting pattern rewards perfornmance and
provi des additional notivation for our top quality nmenbers to

conpet e.



Retirement Reform

Reformof the Mlitary Retirenent Reform Act of 1986, or
REDUX, has been the topic of nmuch discussion wthin the Navy and
Marine Corps. Exit surveys and anal yses by different research
groups have concluded that the existing system has becone a
prof oundly negative synbol for recruitnent and retention.
During fleet visits, the Chief of Naval Operations and the
Commandant continue to hear that the current retirenent system
is a major dissatisfier at all echelons. A study conducted by
the Center for Naval Analysis (CNA) in 1997 estimted that REDUX
woul d reduce retention at the 8-14 year service point by 3-4
percent for enlisted personnel and 7-8 percent for officers.
Nearly 38 percent of second-termenlistees indicated they were
di ssatisfied or very dissatisfied with retirenment benefits
during Retention/Separation interviews. The Navy Personnel Pay
Survey conducted in January 1999 found that of the nearly 4000
respondents, 55 percent of El1 to E3 and 78 percent of the E4 to
E6 popul ation indicated that retirenent pay was an inportant
factor in their career decision. The nost disturbing data was
t hat 84% percent of respondents who fall under REDUX felt that
the 40%retirement pay that they had to |l ook forward to after 20
years was insufficient to make themwant to remain in the

servi ce.



Restoring retirement pay to 50 percent at the conpletion of
20 years of service is inperative for our Navy and Marine Corps.
All indicators are clear that REDUX i s negatively inpacting our
retention effort, which in turn is affecting our readiness. Qur
Sailors and Marines have made it known that del aying reform of
REDUX nay cause many of themto "vote with their feet" and | eave
the service in search of better financial security in the
civilian workforce. The President's plan for retirenment reform
solidly addresses this inportant issue by restoring retirenent
pay to 50% percent at 20 years of service and by naki ng nodest

changes to the annual cost of |iving adjustnent.

Speci al Pay and Bonuses

The President's conpensation Triad is critical in
addressing broad recruiting and retention concerns, but
additional efforts are required to ensure adequate retention in
many of our undermanned, highly skilled warfare specialties.
Speci al and incentive pays and bonuses have historically been an
effective way to target specific skill shortages. Severa
proposal s concerning these pays are currently under review by
the Ofice of Managenent and Budget. They are designed to work
in tandemwith the pay and retirenent package. This year, we
are seeking increases in the maxi num authorized | evels for the

Enlisted Bonus (EB) and Sel ective Reenlistnent Bonus to address



our recruiting and retention shortfalls. The Departnment of the
Navy is seeking two new continuation bonuses to inprove
retention within unrestricted line communities, one for our
Surface Warfare O ficers, another for our Special Warfare
Oficers. In addition, we are seeking legislative flexibility
for Aviation Continuation Pay (ACP) and an increase in the

aut hori zed maxi nrum for Nuclear Oficer Incentive Pay (NJ P).
These special and incentive pay authorities are a critical part
of the total conpensation package for targeted job skills and
experience levels. Funding for each of these bonuses has been
i ncluded as part of the President's Budget. The |egislative

| anguage of the ACP revision is in the final review process

wi thin DoD, after having gai ned Service consensus through the

OSD- sponsored Avi ati on Conpensati on Wr ki ng G oup.

Summary

Regardl ess of the challenges awaiting us in the new
mllennium our Sailors and Marines will remain fundanental to
t he success of our Navy and Marine Corps. The Departnment of the
Navy is firmy commtted to providing the nen and wonen of the
Navy and Mari ne Corps a conprehensive and conpetitive
conpensati on package conprised of broad across-the-board pay
initiatives, pay table reform retirement reform and targeted

speci al and incentive pays and bonuses. W ask for your support



of FY-00 initiatives that will help us achi eve optinmum personnel
readi ness, inprove quality of life for our Sailors and Marines,
and contribute to our mssion of recruiting and retaining the
best and brightest nmen and wonen from our great Nation. In
today's highly conpetitive environnment, pronpt action is vital
to ensuring the continued readi ness and capability of our gl obal

maritinme force



